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| TODAY's HIGHLIGHTS a 





@ Ali Khalifa invites Olen to Kuwalt for talk on oil 
markets, but meeting may await Oxford confab. 


Brazii's 'antl~forelgn capital’ constitution seen Inhibiting 
risk contracts; retaliation feared against Braspetro. 


Peace between iran and Iraq is unikely to increase 
short-term oil supplies, says IEA. 


Mobil acquires Gulf of Mexico producing properties from 
Newmont Mining Corp. 


EPA give conditional approval to Sun's marketing of 15% 
Mtbe gasoline blend 
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GULF PEACE UMLKELY TO BOOST 
SHORT-TERM OIL SUPPLIES--IEA 


Paris 9/6=-World oll supplies are unlikely to be boosted 
much in the short-term by the halting of the Gulf war, the 
Paris-based International Energy Agency predicted. 

Both Iran and Iraq are already exporting almost as much 
as they can, and additional production and logistical 
Capacity will take time to install, It sald in its latest 
Monthly ol] market report. 

The report also said that world oll supplies rose last 
month to their highest levels this year, mostly because of 
higher Middle East output. Total suppfies reached - 
million 6/d, up 400,000 b/d from July, the agency said 

Regarding future supply increases due to Iran and Iraq, 
the IEA said it's still too early to estimate the timing. and 
volume of longer-term changes which a definitive end to 
the war might bring to the crude and product supoly 
patterns of both belligerent and non-belligerent Gulf states. 

Mark et Adjusted To Phases Of War 

"Possibifties vary from... expectations of significant 
new export production to help pay for reconstruction... 
to more cohesive efforts gauged at coordinating pricing 
policies,’ it commented = - 

"There are still too many political, social, military and 
diplomatic elements at play in the Gulf to say where the 
Gulf States will want to place the fulcrum between oil! price 
and production In a postewar atmosphere,'' the report said, 
adding that the "market continually adjusted to the various 
military phases through which the war passed, and one 
might now expect a similar process of accommodation to 
factors arising with the advent of peace." 

According to the IEA report, "From a purely technical 
vantage point, It Is problematical to expect in the very near 
term that the current, fully supplied market. will see rapid, 
major augmentations of supplies from elther Iran or Iraq 
who are already exporting near the maximum amount 
feasible That new productive or logistical capacity will be 
Installed during the period of post-war reconstruction must 
be a foregone conclusion, but this will take time to 
prepare.* as 


OPEC Output Up 300,000 “3 
In the {EA supply figures for August, C crude output 


rose 300f00 b/d to 19-mililon, a high for the year, 
although the volume of oll entering the market may have 
been lower because some Gulf states leased tankers that 
may have been used for storage. 

Saudi Arabia hiked ouput to an estimated 4-4—million b/d 
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in August from 4.3—million in July, while Kuwait increased 
production to 1.3~miillion 6/d from 1.1—million, it said 

Neither iran nor iraq showed any significant rise In 
output despite reduced hostilities. iraq's overland export 
routes are operating near full capacity and Iran's 2.3—million 
b/d output Is probably near its short-term production 
Capacity, the IEA said. 


Second-Quarter <mesameiin Up_1.% 
Revised estimates put end—july stocks on land In the 24 


maln Industrial nations at 451=miliion tonnes, equivalent to 
99 days of forward consumption, the agency sald The 
figures were one million tonnes more, and one day of 
consumption less, than its previous estimates, published 
last month 

Updated Iinfarmation made available to the agency by its 
mamber countries showed industrial nation second-quarter 
1988 of! consumption rose 1.7% to 35-milllon 6/d compared 
to the previous year, closely in ine with expectations, it 
added. 

industrial nation consumption may average about 36.5- 
million b/d for the whole of 1988, nearly 2 up on 1987, 
and the same growth rate is likely to be maintained through 
first-half 1989, It said 

But over the whole of 1989 consumption should gow 
more slowly, reflecting an expected weakening in industrial 
nation economic growth next year to 2.5% from this year's 
probable 3%. 


KUWAIT'S AL! KHALIFA INVITES 
NORWAY'S OIEN FOR CHAT ON MARKET 


Oslo 9/6-—Kuwaiti Oil Minister Al Khalifa ai-Sabah has 
Invited his Norwegian counterpart, Arne Olen, to Kuwalt for 
taks about general oll policy and production limits. 

Norwegian Oil Ministry spokesman Egil Helle said Norway 
hasn't yet responded to the Invitation and that the two oll 
ministers may instead meet at the annual conference at 
Oxford University in England later this month 





GULF WAR TRUCE TALKS ON DLE 


Geneva 9/6--Gulf War truce negotiations are scheduled 
to continue Sept. 7, with no sign today emerging that 
pr been any progress in the stalled taks (see related 
story 

The foreign ministers of fran and Iraq remained in 
Geneva, but neither had met with UN medator Jan Ellasson 
since Sept. 3. However, a UN spokeswoman discounted 
speculation that this signaled a progressive degeneration in 
efforts to move forward with the peace plan "Ths 
shouldn't be Interpreted as work taking place at a reduced 
leveL" She added that, "the more the discussion is moving 
Into details, the more the need for the work of experts.’ 

But there were other signs of stagnation in the taks. 
Although the iranian delegation made several trips to UN 
headquarters here today for consukations with Eliasson, the 
Iraq! delegation hadn't been at the UN since Sept. 4 The 
UN spokeswoman said, however, that Ellasson had 
maintained "informal contacts" with the Iraqis via telephone 

There was, aS of presstime, no sign that a resumption 
in formal talks is planned for Sept. 7. 





OTTAWA, WESTERN TERRITORIES —— - 
REACH AGREEMENT ON ENERGY RIGHTS 


Calgary 9/6—Canadian Prime Minister Brian Mulroney 
was In Yellowknife, N.W.T., today to sign an agreement-in— 
principle committing his government to a Northern Accord 
on energy. 

The tentative pact with the Northwest Territories and 
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Yukon Territory governments on oi! and natural gas regula 
tlon and royalty sharing was reached on Sept. 1 In Ottawa 
and is similar to the Western and Atlantic accords. 

On Sept. 5, Mulroney also signed a land-claims settle- 
ment that makes 15,000 Dene and Metis peepic of the 
Mackenzie River Valley the largest private landowners In 
North America. It gives the native residents of the West- 
ern Arctic a cash settlement of C$500-million to be paid 
out over 20 years etarting in 1990, title te 121,230 sq km 
of federal land and traditional hunting, fishing and trapping 
rights !n another 1=miliion sq km of federal land 

Under the terms of the Northern Accord, the N.W.T. and 
Yukon will receive "an equitable share of oll and gas royal— 
ties,” sald an official in the federal Energy Dept. Ottawa 
will turn over to the territorial! governments responsibility 
for regulating onshore drilling and negotiate the shared 
administration of offshore resources in Beaufort Sea. The 
exact division of royaities between the governments will be 
wogvilaicd laleie 

However, North West Territories government Leader 
Dennis Patterson has predicted the royalties earned will be 
set against federal transfer payments to the point where 
‘we become a ‘have! territory." Currently, Ottawa con~ 
tributes about 70% of the Territories’ government's 
C$965/million/yr budget. 


CARGO INSURANCE RATES FOR GULF REDUCED 


London 9/6—-Cargo insurance rates for the Gulf will be 
cut effective Sept. 7, the London Marine Insurance Market 


Cargo War Risks Rating Committee announced. 

After that date, only iranian and Iraqi ports north of 
Lat. 29 45, excluding Kharg Is, will be designated as "held 
covered'—=sublect to rates determined by Individual insur— 
ers. 

Cargoes to and from Kharg Is. will be included with 
other iranian ports south of Lat. 29 45 N. and west of 
Long. 56 16 E., where rates have already been decreased 
to 0.10% from 0.375%, according to Geoff De'Ath of the 
institute of London Underwriters. 

On the Guif's west coast, north of the Strait of Hormuz 
where rates for crude and products had been 0.25% and 
0.2% for other cargoes, two new areas have been designat— 
ed UAE ports In this area will be reassessed at 
whilo Seudi and Kuwait] ports carry an insurance charge of 
0.10%, De'Ath added 

For iranian and UAE ports outside the Strait of Hormuz, 
rates have been cut to the minimum war risk level of 
0,027 5% 


IRANIAN POST-CEASEFIRE POWER STRUGGLE 
SAID BEHIND MUSSAVI RESIGNATION BID 





Banrain 9/6 Iran's Prime Minister Mir Hussain Mussavi 
pubrilliod fix resigiallun Sep 3, bur ke was rejeued by 
President Aji Knameini, Tehran Radio and the islamic Re- 
public News Agency reported today, 

Mussavi reportediy said his reason for resigning was 
becauce he felt that eight of 2) members af tho new enbi 
net ne was submitting for approval by Iran's Parliament 
wouldn't be accepted and thet his government would fail to 
win a vote of confidence from the tegtsiative body- 

Parliament was que to convene today to discuss the new 
cabinet, but the sesston was suspended, apparently because 
of Mussavi's actions. Mussavi told Tehran Radio that a 
caretaker cabinet would continue to function until a new 
one was approved, and that Foreign Minister Ali Akoar 
Velayat: would remain in his post and would continue to 
serve as iran's chief negotiator at the stalled Gulf peace 
talks In Geneva (see related stories). 

Gulf diplomats anc analysts speculate that these latest 
develooments in Iran's inmternai scene are the first evidence 
of the Gomestic political faliout from iran's acceptance of z 


September 7, 1988 


Page 2 Vol. 66 No. 173 


ceasefire in the Gulf war. "The questions that must be 
asked are: does this reflect the power struggle in Iran, 
and is the ceasefire with Iraq a factor In It?," sald one 


Western diplomat. "I'd say the answer to both questions Is 
yes. 


CREEK OIL TANKER EXPLODES 


Athens 9/6--The Greek-registered 41,390 gwt oll tanker 
Anange! Greatness exploded today at the ship repair docks 
In Perama, just east of Piraeus. The ship was undergoing 
normal repair and maintenance work. 

At least two workmen died and 16 were injured in the 
blast. The tanker Is owned by the Greek-American compa~ 
ny Anage! American Shipholdings, which also ewns six bulk 
carriers. 

The canker splik In wwu juste ebuve iho water flue Prom 
the heat and the effects of the biast. Greek authorities 
still aren't sure what caused the blast, but say It could 
have been triggered by explosive gases, ignited by torches 
used during ship maintenance and cleaning. Before entering 
port, however, the ship had been cnecked and deciared free 
of Infiammable gases, 


PEMEX BOOSTS PRICES TO FAR EAST 





Mexicn Clty 9/6--Mexico boosted prices for both heavy 
and Ilght crudes for Far East clients by 15 cts/bbi in Au- 
gust over the previous month, Pemex said today. 

The price of isthmus shipped to the Far East climbed 
from $13.35/bbI In juty tc $13.50 in August, while the price 
of Maya was increased from $10.70/bbi In July to $10.85 
last month Pemex said its crude exports to the Far East 
accounted for 14% of total exports during the first olght 
months of the year, 


PROVINCIAL GOVERNMENTS TO INVEST 
C$926-MILLION IN HUSKY UPGRADER 





Calgary 9/6=-Ottawse, Alberta aid Saskatchewan will 
Invest at least C$926-million for 73% of the equity in the 
Husky Oi! Ltd heavy oil upgrader, a major change from the 
formula envisaged four months ago when the three govern— 
ments said they were willing to offer only loan guarantees 
(ON 9/6). 

Under the contract, Husky stands to get about 55% of 
the revenue from sales of processed oil, as iong as the 
rate of return on the upgrader investment is below 10% 
The three governments would split the rest, depending on 
thelr equity. If tho rate of return rices over that thresh- 
old, revere will be divided aveuding lu syuily slat 

Ottawa has 2 31.6% equity stake at $399=million, Alber- 
ta, $305-milllon or 24.2%; Saskatchewan, $222-milfion or 
17.54%; and Husky, $340-million or 26.7%. Husky's share Is 
resognizcd by the partnerc ac including $100-milllon spent 
on site acquisition and project engineering, although the 
three governments contributed $63-million towards the en- 
gineering studies in 1986. — = - = 

Husky chairman Robert Blair sald the > Inability 
to attract other private-sector partners to the venture 
doesn't make him question the economic feasibility of the 
upgrader, which is scheduled to open in tour years and 
operate at 2 capacity of 46,000 b/¢ 

Dennis Urquhart, general manager of supply and trans—- 
port for Murphy Oil! Lta, said the decision to proceed "has 
got to be strictly political!’ He sald there is a concern 
that the government: "may in the future force or allocate 
crude to be moved ts thé piani With the current heevy oil 
situation, that plant only works with government help." 
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INDONESIA PETROLEUM BUYS STAKE IN 
KALIMANTAN TRACT FROM UNOCAL, KATY 





Tokyo 9/6~-Indonesia Petroleum Ltd. (Inpex) purchased 
25% of the rights to the Teweh tract In Kalimantan, Indo- 
resia, from Unocal Corp. and Katy Industries Inc. of the 
54 the company sald Sept. 3. 

Under the agreement, Unocal Teweh inc. solid a 20% 
stake in the tract to Impex and Katy Teweh Petroieum Co. 
rnd a 3% holding. Currentty, Unocal holds 60% and Katy, 
q 

Unocal and Katy acquired the rights to the tract from 
Pertamina in 1974, In 1983, operator Unocal reported a 
discovery of natural gas and condensate In the 11,263-ft 
Kerendan wildcat No. 1 well and Is now drilling the second 
bore, inpex said 


GCC FOREIGN MINISTERS IN PLEA 
TO GET GULF PEACE TALKS MOVING 





Bahrain 9/6--Forelgn ministers of the Gulf Cooperation 
Council states ended their two-day meeting In Riyadh Sept 
$ with 2 call for the flve permanent members of the UN 
Security Council to exert pressure to heb get the 
stalled Gulf War ceasefire talks in Geneva moving 
(ON 9/6). 

In thelr final communique, the foreign ministers of Bah~ 
rain, Kuwait, Qatar, Oman, Saudi Arabia and the UAE de- 
scribed the ceasefire as important, dut added: ‘The Arab 
Gulf Cooperation Council calls on the permanent members 
of the Security Council to exert more efforts to 
ensure the success of the negotiations and the complete 
— of Security Coundil Resolution 

UN Secretary General Perez de Cuellar sent the GCC 
ministers a letter on Sept. 4 asking for thelr help In 
breaking the deadlock in the ceasefire negotiations, cur- 
remtly stalled over the Issue of sovereignty over the Shatt 
al-Arab waterway and freedom of navigation in the Gulf. "l 
count on your continued and generous cooperation to ensure 
that this first step be followed by others in order to 
achieve the desired goal of a just, honorable and curable 
settlement," he said. 

Saudi Foreign Minister Prince Saud al-Faisal told re- 
porters in RWadh that Saudi Ambassador to Washington 
Prince Bandar bin—Sultan is in Geneva to spearnead GCC 
efforts to get the talks off the grouna Prince Bandar was 
reportedly Instrumental! In getting the Iraqis to crop their 
demand last month for direct taks with Iran prior to 
implementation of a ceasefire (ON 8/10), 

Meanwhile, the London-based Saudi newspaper Asharq 
al-Awsat quoted GCC sources as saying that members of 
sne council "are serious about entering as Indirect partners 
In the Geneva negotiations, even if It's In the final 
stages." 


DIVERS PREPARE PIPER ALPHA PLATFORM 
BEFORE SEARCH FOR MISSING BODIES BEGINS 





London 9/6--Divers Inspecting the stricken Piper Alpha 
platform have reached a depth of 260 ft below sea level 
and are removing loose debris to facilitate a seabed search 
for the missing bodies of workers killed in the july 6 blast 
at the rig (ON 8/18), Occidental Petroleum reports. 

On Sept. 5, the salvage team finished Installing cement 
plugs In Per's 36 wells, rendering the platform safe for 
the diving work to start. 

Meanwhile, welding work continues on the curved section 
of pipeline designed to join Claymore direct to the Flotta 
terminal, Oxy added. 

Separately, Union Texas Patroleum Holdings Inc., which 
owns 20% of the Pher platform, said it received payment of 
$1278~-million from property damage insurance after mect- 
ing a $10=milllon deductable requirement. 

The company sald it also has business interruption in~ 
surance covering $275-million or 36-months, whichever 
occurs first, and $70-million in well control and redrilling 
insurance, plus third party liability pollution and platform 
removal Insurance. No payments have been made yet on 
these policies. 
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THREE-COUNTRY CONSORTIUM 
WINS THA! LPG FACILITY DEAL 


Tokyo 9/6--An American=-Thal-japanese consortium has 
won an 85—bilfion yen ($654—million) full turnkey contract 
to build a nawral gas separation and storage complex in 
Thailand, its Tckyo partner said today. The gas is tapped 
in the Gulf of Siam 

A team of Toyo Menka Kalsha (Tomen) and NKK Corp. 
of Japan, Fish Engineers inc. of the U.S. Vatana Phaisal 
Engineering Cc. Ltd of Thailand, and NKK Engineering 
(Thalland) was awarded the contract by the Petroleum Au- 
thority of Thailand, they sald 

Under the contract, the team will build a natural gas 
separation plant In Map Ta Phut and 2 storage tank com- 
plex In Sriracha, 60 kilometers to the northwest. The two 
sites are already linked by ppeline, they said 

The separation plant will have the capacity te produce 
an annual 234,000 tons cf LPG, 47,000 tons of NGL and 
60,000 tons of ethane, while the storage base will be com- 
prised of two 17,500 cu meter tanks, they said) Both are 
scheduled to be completed by April 1990. 

NKK will be responsible fer coordination and manage- 
ment, and Tomen for material procurement, they said. Fish 
international will build peripheral facilities, while Vatana 
Phaisal and NKK's Thal subsidiary will instal plant equp- 
ment, the japanese paftners sald 

With Thailand's LPG demand growing steadily, the new 
plant will mainly serve the domestic market, they said 


QRAZIL'S DRAFT CONSTITUTION SEEN 
DISCRIMINATING AGAINST FOREIGN CAPITAL 





Rilo de Janeiro 9/6-~Brazil's new draft constitution, 
compieted at weekend, deals a heavy blow to the prospect 
of foreign investments In Brazilian exploration and develop~ 
ment ventures Sy barring al future risk contracts——new or 
renew ed. 

The constitutional convention gave the federal govern- 
ment, through Petrobras, exclusive rights over exploration 
and production of crude and natura! gas, as weil as Imports 
and exports of petroleum products. Foreign operators are 
srohibited from getting new sxpioration risk contracts. 
However, existing risk contracts with 24 foreign companies 
sna 18 Sraziilan orivate operators will be silewed to contin— 
ue until their expiration date. 

Soraign contractors will have to assume the full finan— 
cial risk of mew expioration. At present, most active con— 
tracts with foreign companies are reportedly those with 
Texaco and Pecten. Texaco is now drilling its second weil 
on Marajo Is. at the mouth of Amazon River. Pecten is 
developing the offshore Meriuza gas discovery in Santos 
Basin by drilling extension wells, installing a platform and 
bullding a pdeline 

Refineries, Imports Affected 

!n addition to E & P Contracts, the qraft constitution 
provides for government monopoly on rafining, although 
There are two private refineries ‘that axisted before 
Petrobras was established in 1954. 

The craft constitution also discriminates against foreign 
capital by giving prority and other privileges to Brazilian 
companies with Grazilian capital as distinct from companies 
registered in Brazil but with foreign capital. The draft 
defines Brazilian capltal/company aa one incorporated In 
Brazil, with control of voting stock and decision-making 
power In the hands of residents of Brazi. Such companies 
would enjoy priority m market protection, service and supply 
contracts with the goverment and right te operate in areas 
considered "strategic" over foreign capital/companies regis— 
tered In Brazii and also subject to Braziilan laws. 

Spokesmen for foreign companies are taking a wait- 
and=see attitude. But the director of Sao Paulo industries 
Federation said reaction of foreign companies to what they 
consider discrimination in the constitution would be seen 
only with time. 


Foreign Retaliation F eared 
Brazilian sources Ra the constitution's disciminatory 


articles may provoke retallation against Petrobras! and its 
affillate Braspetro's risk contract operations in countries, 
such as the U.S. and Norway, that demand reciprocity. In 
addidon, Braspetro has upstream risk contracts In Angola 
and Ecuador and service and technical ald contracts in 
China, Ghana, Libya and Trinidad & Tobago. 





Platt's OILGRAM NEWS Wednesday, September 7, 


International Items 





BELGIUM: Petrofina's profits for first-half 1988 totaled 
10.78-billion Belgian francs, an increase of 10.3% compared 
with the same period last year, according to a company 
release. Improved profits were due to the performance of 
the group's petrochemical operations, both in Europe and 
the U.S. Oil and gas production rose by 2 and 5% re- 
spectively compared with first-half 1987. 

* ~ a 


CANADA: Inter—City Gas Corp. of Winnipeg says it was 
advised of “unsolicited expressions of interest" by an un- 
identified third party wanting to acquire some or all of the 
company. It said the inquiries had been directed to the 
firm's controlling shareholder, Central Capital Corp. of 
Halifax, N.S., which increased its stake in the diversified 
energy company to 46% from 28% last year. There was no 
further comment from Inter—City or Central Capital. 

’ - * 

GABON: Rabi-Kounga, Gabon's latest oil find, will go 
into production as scheduled by May 1989, OPEC News 
Agency reports, citing an unnamed official of Shell Gabon. 

a - = 

IRAN-W. GERMANY: West German banks began prelimi- 
nary talks with Iran on the purchase of Iran's 25.04% hold- 
ings in machine and steel making conglomerate Fried. 
Krupp GmbH, West Germany's fourth largest bank, 
Westdeutsche Landesbank, confirmed. iran acquired its 
stakes in Krupp in 1980 for DM14-billion ($753-million). 
Iran sold a 25.20% holding it acquired in 1975 in West 
German plant and equipment supplier company Deutsche 
Babcock for $135-million to a West German banking con- 
sortium last year. 

oa e * 

IRAQ: Tonnage trapped by the Gulf War for the last 
eight years at the northern Gulf port of Umm Qasr is being 
cleared, OPEC News Agency reports, citing Lloyd's List. 
Three vessels reportedly have been moved and preparations 
are being made for removal of a remaining six vessels. 
The port infrastructure is believed to be in good condition 
and removal of most of the trapped ships is expected to 
present little problem. 

7 a oa 

LIBYA-TUNISIA: Libyan leader Muhammar Qadhafi and 
Tunisian President Zeine al—Abidine Ben Ali inaugurated at 
weekend the Bouri offshore field. The field is a joint ven- 
ture between Libya and Tunisia, OPEC News Agency re- 
ports. During the inauguration ceremony, the two heads of 
State decided to set up a joint company for the field (ON 
8/20). 

. = a 

NORWAY: Offshore operators face a dramatic jump in 
insurance rates in the wake of the Piper Alpha accident in 
the UK sector of the North Sea. Norwegian offshore oper— 
ators can expect a 30-40% increase in insurance premiums 
next year, according to insurance companies. Premiums for 
offshore operations had been reduced substantially this 
year. 

* ~ * 

OPEC: Secretary General Subroto said that he's study—- 
ing possible amendments to the -organization's statutes, 
OPEC News Agency reports. No examples of possible 
Statute changes were given. In an interview with several 
Arab language publications, Subroto noted that the OPEC 
Statute was written 28 years ago and that, "many years 
have passed by, and the oil market situation now is very 
much different from that of 1960." Subroto noted that 
after studying the workings of the secretariat and the role 
of the secretary general, "I am in the middle of determining 
what kind of organizational changes to propose.'' Any 
changes would first be discussed by OPEC's board of gov— 
ernors and then have to be approved by the full OPEC 
conference. 

a a a 

PHILIPPINES: imports of crude increased 12% to 33.5- 
million bbl in the first half of the year against the same 
period in 1987, largely reflecting higher industrial activity 
under the country's stepped-up recovery program. As a 
consequence, the value of imports has begun to run ahead 
of last year, with the first-half total of $528-million ex- 
ceeding the $522-million in the year-ago period. According 
to the Office of Energy Affairs, included among countries 
supplying crude in the january—june period this year were 
Kuwait, Dubai, Oman, iran and Malaysia. 

m 
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SAUDI ARABIA: An Aramco operated NGL processing 
plant in Yanbu processed 270,000 b/d of oil equivalent in 
1987, OPEC News Agency reports. The plant, has a design 
output capacity of 300,000 b/d. It's the sole supplier of 
ethane, propane and butane, and serves as a feedstock, for 
the western province's industries. 

* 2 * 

SOUTH AMERICA: An oil tanker which ran aground 
Sept. 2 fully loaded with crude in the Strait of Magellan, 
moved successfully to Punta Arenas harbor, Chile, but by 
Sept. 5 was still leaking crude, salvage sources said. The 
81,279-tonne Oshima Spirit was en route from Los Angeles 
to Tenerife when it ran aground half a mile from Rupert ls., 
damaging two tanks, Lloyd's of London said. Later the 
tanker freed itself and limped to Punta Arenas. Salvage 
experts Wijsmuller of the Netherlands sent an eight-man 
team and salvage equipment in an attempt to fight the 
pollution. The owner of the cargo wasn't immediately 
known. 

© * * 

WEST GERMANY: Refining losses on product sales were 
down nearly 50% in first-half 1988 to DM8/tonne ($4.30) 
from DM15/tonne ($8.07) the same period a year ago, the 
country's Oil Industry Assn. (MWV) reports. MWV offered 
no explanation for the decline. But an analyst close to 
MWV attributed the dip to a payoff from technical improve— 
ments at German refineries, improved product price rela- 
tions for West Germany on the international market and a 
stronger deutschemark relative to the dollar the first half 
of this year—-DM169 per dollar compared to DM1.82 per 
dollar in first-half 1987. 
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EPA GIVES SUN GREEN LIGHT ON MTBE SALES 





Washington 9/6--The Environmental Protection Agency 
has conditionally granted Sun Marketing & Refining Co. a 
waiver to market a 15% Mtbe gasoline blend. 

EPA said the company demonstrated the blend wouldn't 
cause vehicles to exceed emission standards when biended 
in accordance to requirements stated in the waiver decision. 
Those conditions require that the fuel contain no more than 
196 Mtbe, and that the manufacturer take all reasonable 
precautions to ensure that the fuel isn't used as a base 
gasoline to which other oxygen—containing materials are 
added. The fuel must also meet American Society for 
Testing & Materials specifications for spark ignition fuels. 
The waiver is for an indefinite period, so long as the "rec— 
ipe" of 15% remains the same, an EPA spokesman noted. 


MOBIL BUYS PRODUCING PROPERTIES 





New York 9/6-—Mobil Corp. said today that it's agreed 
to buy the U.S. oil and gas interests of Newmont Mining 
Corp. Terms of the deal weren't disclosed. 

The oil and gas interests involved represent about 2,000 
b/d of crude production and 42,000 Mcf/d of natural gas, 
Mobil said. The purchase is still subject to official filing 
requirements and other conditions, and is expected to be 
completed within 60 days, the company said. 

Mobil chairman Allen E. Murray noted that his company 
now operates 70% of the Newmont interests involved in the 
deal. He also noted that most of the properties are locat— 
ed in the Gulf of Mexico and along the Gulf Coast of 
Texas and Lousiana. 


ENSCO REJECTS OFFER FROM 
HALLIBURTON FOR ITS GEARHART NOTES 





Houston 9/6--Energy Service Co. (Ensco) said it has 
sent a letter to Halliburton Co. rejecting an offer for the 
Gearhart Industries inc. 8625% senior subordinated notes it 
holds and added it hasn't sought an extension of 
Halliburton's tender offer. 

Halliburton, which is seeking to obtain agreement of all 
debt and equity holders to a $300-million merger with 
Gearhart, extended to Sept. 8 from Sept. 1 an offer of 
$60-million for the $97.7-million in 8625% notes. It said 
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extension of the offer, up $12-million from its original pro— 
posai, was at Ensco's request (ON 9/6). 

Ensco, which owns $66.7—miilion of the notes and has 
said it wouldn't sell them for less than their full value, 
disclosed that a third party had discussed possible pur- 
chase of its notes, but these discussions were terminated 
at the request of the third party. 

carl F. Thorne, chairman and CEO of Ensco, said his 
company stands ready to provide an aiternative offer for 
Gearhart if Halliburton withdraws from its proposed merger. 
Ensco had announced a $258-miilion plan to acquire 
Gearhart just prior to the Halliburton—Gearhart merger 
announcement (ON 2/25). 
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U.S. CRUDE IMPORTS TABBED 





Washington 9/6--Canada edged out Saudi Arabia to 
become the top supplier of total crude and products to the 
a3) in June 1988, shipping an average of 1—million b/d (ON 
8/3). 

Saudi Arabia slipped to second place, shipping an aver— 
age of 923,000 b/d of crude and product. Venezuela was 
again the third largest supplier, averaging 839,000 b/d crude 
and product. 

Canada was again the leading supplier of product, aver— 
aging 278,000 b/d in June, followed closely by Venezueia 
with 272,000 b/d product. 

Saudi Arabia was again the top supplier of crude, aver— 
my 749,000 b/d, followed closely by Canada with 744,000 
b/d. 

Imports of crude from iraq, which averaged under 
100,000 5/d in 1987, continued their increase begun in 
March 1988, with an average of 384,000 b/d exported to 
the U.S. in June. 

Following is OILGRAM NEWS! listing of the top 10 ex- 
porters in June 1988 and their shipments in June 1987, 
drawn from data compiled by the Energy Dept. (in thous. 
b/d): 


Total Crude Products 
Supplier _'88 187 188187 187 
Canada 1,022 912 744 232 
Saudi Arabia 923. 782 749 OE 181 
Venezuela 839 567 284 
Mexico 765 726 43 
Nigeria 703 694 9 
Iraq 397 384 r 6 
Algeria 262 «2 113 199 
UK te 3 200 47 
Virgin Is. 212 0 381 
Angola 173 162 13 


TRANSCO PROPOSES SOUTHEASTERN EXPANSION 





Houston 9/6-—Transcontinentai Gas Pipe Line Corp. said 
it filed a plan with the Federal Energy Regulatory Commis— 
sion to spend $60-million to expand facilities in Mississippi, 
Alabama, Georgia and North and South Carolina so it could 
increase deliveries by 167,000 Mcf/d. 

The increased deliveries would go to five large utility 
customers and some 21 other customers and municipalities 
in the southeastern U.S. to meet peak winter requirements, 
Transco said. If the project is approved by FERC on a 
timely basis, Transco will start adding more than 27 mi. of 
large diameter pipeline looping and 47,000 hp of compressor 
in spring 1989 and will begin providing extra gas by the 
1989-90 heating season. 


CONSTRUCTION OF 10,000 B/D 
ARIZ. REFINERY TO START IN OCT. 





Denver 9/6-—Approval by the Pinal County industrial 
Development Authority of $10 million in tax-exempt bonds 
has cleared the way for the start of construction in Octo— 
ber of a 10,000 b/d oil refinery near Randolph, Ariz., 50 mi. 
southeast of Phoenix. 

The plant, the first phase of a planned three-stage 
development that will raise volume to 30,000 b/d, will obtain 
feedstock from the nearby All American Pipeline that began 
last December transporting crude from California to Texas. 

Jim Bagley, president of Sunbelt Refining Co., said the 
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facility will manutacture 30% diesei, 20% jet fuel, 126 No. 4 
fuel oi) and 32% liquid asphalt products, with the remaining 
capacity devoted to sweet naphtha. it will be trucked to a 
New Mexico refinery for use in making unleaded gasoline. 

Bagley said Sunbelt pians to manufacture gasoline in the 
later stages "but right now it's too expensive for us.! 


FTC MODIFIES MIDCON DIVESTITURE ORDER 
AFTER SALE OF PIPELINE, MARKETING UNITS 





Washington 9/6--The Federal Trade Commission modi- 
fied a 1986 consent order with MidCon Corp., removing a 
requirement that the company divest its interests in the 
Acadian Gas Pipeline System. 

The consent order settled charges that MidCon's acqui- 
sition of United Energy Resources inc. would "substantially 
lessen! competition in the transportation and sale of natu- 
ral gas in the New Orleans/Baton Rouge area. 

MidCon sold United Gas Pipe Line Co. and UER Market- 
ing Co. to LaSalle Energy Corp. in June 1987. In its peti- 
tion filed with the FTC in July 1988, MidCon said this sale 
constituted a "changed condition" that warranted a modifi- 
cation in the crder to remove the criginal divestiture 
requirement. 

MidCon aiso claimed that it wouid be in the public in- 
terest for the FTC to reopen and modify the order. The 
FTC agreed and modified the order by deleting the divesti- 
ture requirement, but included two new reporting 
requirements. 

"The sale of United to LaSalle, together with the addi- 
tional order provisions proposed by MidCon to address the 
commission's concerns that MidCon and LaSalle would not 
compete aggressively ... and that LaSalle would not be an 
independent, viable competitor, . . . appear to be sufficient 
to remedy the lessening of competition and increase in 
concentration" aijleged in the complaint, the FTC said in a 
modified order (#9198) issued today. 


YERGIN SEES ENERGY CHALLENGE LOOMING; 
PROPOSES STEPS TO MITIGATE RISKS 





Houston 9/6-—Growing U.S. oil imports and other indica- 
tors point to potential oil disruptions in the 1990s, but 
dramatic changes and "radically different'' conditions in the 
marketplace will combine with security precautions to miti- 
gate the risks, according to Daniel Yergin, president of 
Cambridge Energy Research Associates. 

The potential future danger is based on a growth in U.S. 
oil imports from 27% of oil consumption in 1985 to 36% of 
consumption today, the same level as at the time of the 
1973 oil crisis, Yergin said in an article appearing in the 
quarterly Foreign Affairs. It also appears likely the U.S. 
will become dependent on foreign sources for over 50% of 
its oil sometime in the 1990s. 

Other factors are that oil demand in the U.S. and else- 
where is rising again, coal and nuclear power "appear in- 
creasingly stymied,'' and environmental pressures will mount 
to further constrain energy options, Yergin wrote. 

The deveioping worid looms as a question mark in terms 
of demand, Yergin noted. There's one car for every 18 
persons in the U.S., while there's oniy one car for every 81 
persons in the developing world. Thus, economic growth 
could lead to considerable growth in oil demand. 

Strengthening U.S. Energy Security 

In the OPEC countries themselves, rapidly growing popu- 
lations could influence political stability, especially if per 
capita incomes decline, he said. "It will be remarkable if 
we get to the end of the 1990s without our energy security 
being tested by political or technical crises," Yergin said. 

However, the U.S. will have a greater margin of security 
than in the past because the oil market is considerably 
more flexible, diversified and resilient, he added. Worldwide 
surpluses of oil persist, today's oil base is more diverse 
than in the 1970s, and information flows and the oil trans— 
portation system have improved. 

"Another key factor is the dramatic changes on the 
demand side," Yergin said. "Today, the U.S. uses 27% less 
energy-—and 32% less oil-—per unit of GNP than it did in 
1973. Conservation——improved efficiency-—has turned out 
to be the most important incremental source of new ener— 
gy! 

Yergin said a series of steps could be taken to 
strengthen U.S. energy security policy, including slowing the 
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growth of oj! imports through fiscal and tax measures de- 
signed to Increase domestic production and encourage con- 
servation Other measures recommended were: strength- 
ening the U.S. oll and gas Industry, including the oll ser- 
vices sector; increases in use of natural gas, which can 
substitute for ol] in many cases; promotion of conservation 
In view of energy trends, environmental considerations and 
possibiic pressures on electricity supply; support of re- 
search and development in the fields of energy efficiency, 
clean coal combustion, gas utilization, alternative 
technologies, and new nuclear design 

Yergn aiso recommended expansion of the Strategic 
Petroleum Reserve to 2 100-day supply, renewed U.S. com- 
mitment to the International Energy Agency, since Interna— 
tlonal ofl companies can't take political responsibility for 
coordination and sharing in a crisis, and encouragement of 
free anc fiexibie energy markets, with no resort to price 
controls. 

One of the first fiscal issues facing the next U.S. 
president wi!’ be whether to ralse the gasoline tax, Yergin 
said. Tne U.S. tax is only 14% of the average tax in the 
five other mailer industriz! countries, he noted, and each 1 
ct of additione! tax woulc yleld $1-billion In additional 
revenue 


U.S, RKs COUNT DECLINES BY TWO 





houstor 9/6--The current U.S. rig count is down two 
from 2 weer ago [ON 8/30), Baker-Hughes reports. Here 
are Baxer—rugnes' latest weekly figures for the total num- 
ber cf active rics in tne U.S. (with selected states) and 
Canada, plus the comparable figures for last month and last 
year: 
9/6/88 8/8/88 oar 
U.S. kk) 945 7 
Catlforniz 64 67 
Louis tan: 149 160 
Ok | hone 128 122 
Texas 289 253 
Womni ng ad 50 
Canad; %32 166 


PRICE OF 2ND QUARTER US. 
GAS IWPORTS ALMOST UNCHANGED 





Washington 9/6--Tne weighted average price of gas 
importe? imtc the U.S. tromi Canada under long-term ar- 
rangements curing second quarter 1983 was $2.10/Mcf, 1 et 
more than <n: preceding quarter (ON 7/7), the Energy 
Regulatory Aagministration reported. 

ER‘. attributed the slight price rise to an Increase In 
companies recorting Information to the government Witnout 
the additionz: reporting, the average jong—term price would 
have decrease! 13 cts to $1.96/Mcf. 

For spot marke: sales, the weighted average import 
price decreased 36 cts to $1.22/Mci. 

During Aprii-junc, 23 companies were granted authoriza— 
tion by ERA ito import 766=-miltion Mcf on a spot market 
basis, comoare¢ co 25 companies and 90.9—million Mef 
during the preceding quarter. 

ERA szic 43% of the spot sales were made at the Port 
of-Morgar,—toni., entry point-at a weighted average -price 
of $1.09/Mc:; 37% 2t Sumas, Wash., at $1.17; 11% zt Niag- 
ara Faiis, Nov, at $1.93; 4% at Noves. Minn, at $1.50; and 
3% at Hastoori. idaho, 2: $1.25 

The jarge: ‘importer under spot markct arrangements 
Was again Natgas U.S. in., tne marketing affiliate of Pan- 
Alberta Ges Lic, which imported 35-million Mcf. Next was 
Transco Enerzy Marketing Gv, the marketing affiliate of 
Transcontinental Ga: Fipe Lin which imported 
6.9—milnon Mc.. 

Cnewo; US ie was tne largest purchaser of spot 
market impor.:. buying G&a=miliion Mcf curing the second 
Quarte: ie S8COMOG iafgsst purcnaser Of imported S was 
Mountain incustri.. Gas Cou, whicn purchased 4.6=million 
Mcf. 

Exports of Us. ges to Canadz increased significantly, 
with volurns during the second quarter twice that of the 
entire orevians yes ERA said four spot market authori- 
zations were ust< tc export 7./=million Mc? to Ontario, at 


B Weigitcs average price of $1.78/Mc 
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NYMEX CRUDE FUTURES DAILY REPORT 


New York 9/6--Futures prices on the New York 
Mercantile Exchange closed down between S0-$5 cts 
today vs Sept. 2. 

The settlement prices (S.P.) are official, Volume 
figures are estimates. All figures are of crude fu- 
tures contracts for the four nearest open trading 
months. The benchmark crude on the Exchange Is 
West Texas Intermediate. Following are such data 
for October—january: 

Oct. Noy. 
S.P. 


Vol. 28,180 39,141 





Dec. an. 
$17.30 
15,243 


3, 538 














WILDCATTING IN THE NEWS 





INDIA: The Oj! & Natural Gas Commission reported an 
oll strike at the PY-3-2 well located in the Porto Novo 
area of the offshore Cauvery Basin. The well, drilled to a 
depth of 3,980 meters, flowed 2,470 b/d of oll and 55,868 
cu meters/d of gas. Another well is being drilled near the 
new discovery and more wells are likely to be added, ONGC 
officiais sald. Estimated reserves In the 48,000 sq km 
Cauvery Basin are 130-milllon to. onshore and 240-million 
teOoe offshore. Separately, Petroleum Minister Brahm Dutt 
told Parliament that oll was discovered in a new structure, 
R=-10, in offshore Bombay, 15 km south of tne Ratna Field 
The well flowed 2,227 b/d of oll and 22,120 cu meters/d of 
gas. Discoveries also were made in the Daman offshore in 
two wells: one flowed 1,025 b/d of oil and 220,000 cu me- 
ters/d of gas, and the other at 1,000 b/d of oil and 88,700 
cu meters/d of gas. 





